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Some of the famous Quaker brands that assure quality to 
Canadian consumers and their pets. 
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FOR IMMEDIATE. RELEASE 


byt is 
NEW PRESIDENT NAMED oe ac aR TL 
BY QUAKER OATS CANADA 
PETERBOROUGH, Ontario. - The Board of Directors of The Quaker 
Oats Company of Canada Limited today elected H.Edward Miskiman 
as President of the company. He succeeds Donald W. Kelly, who 
has resigned. 

A native of Broadview, Saskatchewan, Mr.Miskiman has 
been with The Quaker Oats Company of Canada for over 22 years. 
He joined the company in 1946, and for the following 17 years 
served in various sales management positions. He was named 
Product Manager at the company's headquarters in Peterborough in 
1964, Assistant to the Vice President - Marketing in 1966, and 
General Sales Manager the following year. Mr.Miskiman assumes 
his new responsibilities in Peterborough immediately. 

Mr.Miskiman confirmed the advertising agency change 
reported last week, in which the relationship with Spitzer, 
Mills and Bates was terminated, effective July 31. He also 
said that to obtain greater co-ordination between Canadian and 
U.S. marketing efforts, the product management function -- a 
maximum of eight people out of the total management, administra- 
tive and sales staff of 365 located in Canada -- is being moved 


to Quaker's corporate headquarters in Chicago. 
more ... 
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located in 
headquarters for some time, Mr.Miskiman said. Noting thi 
close international marketing co-ordination is a common 

practice for many companies, he said, "Quaker's new closer 


relationship will provide us in Canada with a greater flow 


products and services for our trade customers and Canadia 
consumers," | 

Quaker's advertising is being assigned to the ia 
agencies which handle similar products in the United States 
J.Walter Thompson for Aunt Jemima products and pet foods, 
Dane Bernbach for hot cereals and adult ready-to-eat cere 
and Compton Advertising for children's cereals. 
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CHARTERED ACCOUNTANTS 


ACL ae i P. 0. Box 29 
a ; “’ToRONTO-DOMINION CENTRE 
Toronto, M5K 1B9 


To the Shareholders of 


The Quaker Oats Company of Canada Limited: 


STN if 


We have examined the consolidated balance sheets of THE 


QUAKER OATS COMPANY OF CANADA LIMITED (a Canada corporation) AND 


ln oUPOM IARI S ee at June 30, 1973 and 1972, and the consolidated 
statements of income and reinvested earnings and source and 
use of working capital for the years then ended. Our examinations 
included a general review of the accounting procedures and such 
vests of the accounting records and other supporting evidence 


as we considered necessary in the circumstances, 


in our opinion, the: consolidated pera an statements 
present faiply the financial position of The Quaker Oats Company 
of Canada Limited and Subsidiaries as at June 30, 1973 and 1972, 
and the results of their operations and the source and use of 
their working capital for the years then ended in conformity 
with generally accepted accounting principles consistently 


applied during the periods. 


August 2,. 233 
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THE QUAKER OATS CO! 


AND SU: 


CONSOLIDATED BALANCE SHE 


ASSETS [ 
# 
ne ES: LoVv2 | 
Thousands of Dollars 
_ CURRENT ASSETS: 
Cash and deposit receipts $ 302 $ - 1 
Accounts receivable- . 
Trade my 140 Pare af itd 
Affiliated companies B32 500 
2092 Ons 4 
a P| 
Inventories Dig oo ee, 928 a 
Prepaid expenses 278 2% 2 , 
Total current assets roe? GPO 77 
PROPERTY, PLANT AND EQUIPMENT, at cost: 
Land 105 aie 
Buildings 4,810 My oho 
Machinery and equipment ile th fee 12,003 
16,690 nD 
Less- Accumulated depreciation 6413 3305 
BO 7 9,220 
TRADEMARKS AND FORMULAE, at cost i Rare be A uve ey 4 
$20,108 920,051 


‘efhe accompanying notes are an integra! ! 
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[Y OF CANADA LIMITED 


)IARIES 


je-JUNE 30 


» 1973 AND! 3972 


LIABILITIES AND SHAREHOLDERS! EQUITY 


L973 Lie 


Thousands of Dollars 
Picea: LIABILETIES: 


Bank indebtedness $ 


ate 


™ > 1,623 
Accounts payable and accrued-expenses OSS oy a 4, 067 
Due to affiliated companies oy yf 497 
Income taxes payable 82 326 
Total current liabilities 4,296 6,933 
DEFERRED INCOME TAXES Leyte § 718 
SHAREHOLDERS! EQUITY: 
Capital stock- . 
Authorized- 
25,000 common shares no par value 
Issued and outstanding- ; 
25,000 shares 2,337 PN k's 
Reinvested earnings | Lae oh 10,463 
eae OL 125800 
Approved on behalf of the Board: 
Ty. MAL Yas : 
4 e iS 8 AS r ft YT Wy eeee#es Director 
| $20,108 $20,051 
erat, ess aie que le present 
thereby certify inet this Je ceriilie 4 
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THE QUAKER OATS COMPANY OF CANADA LIMITED 


AND SUBSIDIARIES 


CONSOLIDATED STATEMENTS OF INCOME AND REINVESTED EARNINGS 


FOR THE YEARS ENDED JUNE 30, 1973 AND 1972 


1973, 197e2 
Thousands of Dollars 
NET SALES $47, 866 $47,049 
COSTS AND EXPENSES: 
Cost of sales S355 Bea del 
Marketing, general and administrative 9,125 9,198 
44,963 44g 299 
Income before income taxes and 
extraordinary items 2240.3 end 94 
PROVISION FOR INCOME TAXES by 238 991 
Income before extraordinary 
items 1,023 1,203 
EXTRAORDINARY CREDIT (CHARGE), net Lee (133) 
Net income for the year Li SO'7, 990 
REINVESTED EARNINGS AT BEGINNING OF YEAR 10,463 eye us, 
12,270 10,463 
Dividends paid 76 - 
REINVESTED EARNINGS AT END OF YEAR Sl2,194 $10,463 


The accompanying notes are an integral part of 
these consolidated financial statements. 
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THE QUAKER OATS COMPANY OF CANADA LIMITED 


AND SUBSIDIARIES 


CONSOLIDATED STATEMENTS OF SOURCE AND USE OF WORKING CAPITAL 


FOR THE YEARS ENDED. JUNE 20,1975 AND 1972 


1973 OV 2 
Fhousands of Dollars 
SOURCE OF FUNDS: 


Operations- 
Income before extraordinary items Pliy OF 3 Pla tiles 
Depreciation 804 S41 
Deferred income taxes 563 yay pt 
From operations 3,040 ae ie ef 
Extraordinary credit (charge), net DARPA Crs) 
Disposal of property, plant and 
equipment, net 581 EOL 
Total provided is Nhe fis, CAD Wie $e, 
USE OF FUNDS: 
Dividends paid 76 2. 
Additions .to.property,.plant. and 
equipment epeke 884 
Reduction in long-term debt - fo 
Total used 25 3Lo 909 
INCREASE IN WORKING CAPITAL 1 4 Lyedo 
WORKING CAPITAL AT BEGINNING OF YEAR hee or Aira 1,898 
WORKING CAPITAL AT END OF YEAR $4,964 $3,144 


——_ — — ee ee es ee 


The accompanying notes are an integral part of 
these consolidated financial statements. 
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THE QUAKER OATS COMPANY OF CANADA LIMITED 


AND SUBSIDIARIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


JUNE 30, 1973 AND 1972 


SUMMARY OF ACCOUNTING POLICIES 
a) Principles of Consolidation 


The consolidated financial statements include the assets 
and liabilities and income and expenses of The Quaker Oats Company 
of Canada Limited ("Company") and all its subsidiaries. 


b) Inventories 


Inventories are based upon physical quantities, priced 
at the lower of average cost or net realizable value. 


c) Depreciation and Properties 


Depreciation is provided in the accounts on the straight- 
line method over estimated useful lives of the properties. 


Accumulated depreciation reflects normal gains or losses 
on sales or abandonments. Abnormal gains or losses are reflected 
in income, . 


a) Deferred Income Taxes 


For income tax purposes, depreciation is provided on the 
basis of accelerated rates as provided by applicable laws and 
regulations. At the present time, depreciation for tax purposes 
exceeds straight-line depreciation and a deferred aah Pehl ty s 
provided for the related taxes, 


ROYALTIES 


During 1973, the taxation authorities disallowed a 
portion of the intercompany royaltfes for 1969, The parent 
company refunded these royalties in 1973 and the effect was to 
increase income, net of tax, by $40,000, 


No reassessments have been received for the fiscal years 
since 1969 but if such years were assessed on the 1969 basis, 
refunds from the parent company, net of applicable taxes, would 
approximate $105,000. 
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RETIREMENT BENEFITS 
(a) Pension Plans 


The companies maintain pension plans for substantially 
all of their employees. 


The Company's policy is to fund annually current service 
costs and to amortize past service costs over the period to 1989. 
Pension costs were $252,000 in 1973 and $234,000 in 1972. The 
Company also made supplementary payments of $46,000 in 1973 and 
$44,000 in 1972 to former employees who retired before the Canada 
Pension Plan became fully effective. | 


The unfunded past service liability for the Company's 
pension plans is approximately $160,000, of which $90,000 has been 
accrued as of June 30, 1973. 

(bd) Employees! Retirement Life Insurance 

The companies provide all retiring employees with 
fully-=paid life’ insuranee benefits, “As .of ‘June 30,1973, $234,000 
has been accrued but not funded to reflect these benefits, 
EXTRAORDINARY CREDIT (CHARGE), NET 

Reduction of income taxes in the application of a 
subsidiary's prior years' tax losses resulted in extraordinary 


credits of) 9134,000 in 1973 and $137,000°an 197¢. 


Plant cloging costs, net of applicable tax,..resulted. in 
an extraordinary charge of $250,000 in 1972. 


INFORMATION ON DIRECTORS AND OFFICERS 


June 30, 1973 dna: oO.19'72 
Number Remuneration Number Remuneration 
Directors 9 $ 15,000 6 $ - 
Officers | | $132,000 6 $93,000 


As of June 30, 1973, three (1972- two) officers were also 
directors. 


RECLASSIFICATIONS 


Certain of the 1972 figures shown in the accompanying 
Sonsolidated balance sheets and consolidated statements of income 
and reinvested earnings have been reclassified for comparative 
Purposes to conform to the 1973 classifications. 
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NEWS RELEASE Ocicobper 18: (L973 


From: H. Edward Miskiman 
Vice Chairman of the Board 
The Quaker Oats Company of Canada Ltd. 


Quaker Park ? 
Peterborough, Ontario a Nai a 
ill 
Quaker Reports Improved Earnings 
/¢ 3 6,530 
Profit Sales 
$000 $000 
Latest Year Ago Latest Year Ago 
Year 
June 30 i807: 990 47,866 47,049 
PRS eter te 


ae Net Income Was $1,807,000, compar ed -w Pthense *3 tee Lee a Se sa 
$990,000 a year ago. Net sales amounted to $47,866,000 


an improvement of 1.7 percent over the 1972 level. 


The improved profitability continued from the previous 
year and reflects a consolidation of plant facilities and 
effective cost controls in all areas. A third and very 
important factor was the discontinuance of certain products 


not showing satisfactory profit. 


Excluding products withdrawn from the market, sales 


in fiscal 1973 increased by 9.7 percent over fiscal 1972. 


New product introductions supported by major 
marketing investments contributed significantly to fiscal 
1973 sales increases. Principal among these were Quaker 
Harvest Crunch, Aunt Jemima Blueberry Waffles, and Puss 


'n Boots Flavour Morsels. 


The major plant improvement program that began 
in Liscal 19/2 continued this year. A distribution centre 
was completed adjacent to the Burnaby, British Columbia 
pet food plant; extensive rehabilitation continued at. 
Peterborough; and a $1.5 million plant expansion commenced 
at the Trenton pet food plant. Capital expenditures 
totalled $2.2 million, an increase of $1.4 million over the 


prior year. 
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> The Quaker Oats Company of Canada Limited 
and Subsidiaries 
QUAKER 


Directors: 


Robert D. Stuart, Jr. 
President, The Quaker Oats Company, Chicago 
Chairman of the Board, The Quaker Oats Company of Canada Limited 


Lt. Col. Charles Baker 
President, Airport Advertising (VIP) Ltd., Toronto 


Robert F. Chisholm 
Chairman, William Mara Company Limited, Toronto 


Robert M. Fowler 
President, C.D. Howe Research Institute, Montreal 


Augustin S. Hart, Jr. 
Group Vice President — International 
The Quaker Oats Company, Chicago 


Kenneth Mason 
Group Vice President — Grocery Products 
The Quaker Oats Company, Chicago 


Frank J. Morgan 
President and Chief Executive Officer 
The Quaker Oats Company of Canada Limited, Peterborough 


Charles Perrault 
President, Conseil du Patronat du Quebec, Montreal 


*Howard I. Ross 
Former Dean, Faculty of Management 
McGill University, Montreal 


James G. Wharry 
Former President 
The Quaker Oats Company of Canada Limited, Peterborough 


Officers: 


Chairman of the Board, Robert D. Stuart, Jr. 

President and Chief Executive Officer, Frank J. Morgan 

Vice President, Jon K. Grant 

Treasurer, Controller, Secretary, Kenneth L. Smith 

Assistant Secretary, William F. Debelak 

Assistant Secretary, Howard J. Thomas, Jr. 

Assistant Secretary and Assistant Treasurer, Raymond M. Emmons 


*Deceased September 18, 1974 


President’s Report 


Fiscal 1974 was a time of unusual business conditions, the most 
significant of which was the highly inflationary economy in which we 
operated. It was a year of spiraling commodity and ingredient costs, 
business interruptions, material shortages, and rising interest rates, 
in addition to considerably greater government involvement 
throughout the food industry. Inflation impacted on each sector of 
the industry, and was a prime factor in the sharpest rise in consumer 
food prices in many years. Despite necessary price increases, there 
was a significant erosion of margins at the food manufacturing level. 


Net Sales were at a record level of $61,048,000, an increase of 27 
percent over fiscal 1973. However, due to the unusual business 
conditions already cited, Net Income of $1,680,000 was off slightly 
from last year. 


Our brand-leading pet food business — consisting principally of Ken-L 
Ration dog food and Puss ‘n Boots cat food — continued to do well, 
despite production capacity restraints on key products and some 
distribution disruptions in the western part of the country. Out-of- 
stock conditions at the retail level impacted significantly on pet food 
results for the year. 


Our well-established brands of human foods -— principally Quaker 
Oats, Aunt Jemima and Muffets — continue to be very popular with 
Canadian consumers. In addition, Quaker Harvest Crunch became 
firmly established in the market place as the number one entry in the 
natural cereal category. We believe this product is one of the most 
exciting and successful cereals to be introduced in years. 


Capital expenditures totalled $2.6 million, up from $2.2 million the 
previous year. Fiscal 1974 expenditures included the completion of a 
major manufacturing and distribution centre at the Trenton, Ontario, 
pet food plant and the continuation of a reconstruction and 
modernization program at the Peterborough plant. These projects, 
along with other capital investments in our Grocery Products busi- 
ness, reflect the confidence of The Board in the future growth of 

the company. 


Two new directors were elected July 23, 1974 to The Board of 
Directors — Lt. Col. Charles Baker of Toronto and Mr. Charles Perrault 
of Montreal. Their diverse and distinguished careers will contribute 
significantly to our company in the years ahead. H. Edward Miski- 
man, formerly Vice Chairman, resigned from The Board in April, 1974 
to participate in the Government Executive Interchange Program as 
Chief Executive Officer of the Toronto Harbourfront Project. We 
were saddened by the death on September 18, 1974 of Howard |. 
Ross, whose valuable service and counsel will be greatly missed. 


Our Management Group was strengthened considerably with the 
appointment of Jon K. Grant, as Vice President — Marketing in 
January, 1974. 


Notwithstanding the forecast for continued economic uncertain- 
ties, we believe our basic businesses will remain strong during 
fiscal 1975. Our Quaker people, as they always have, will accept 

the challenges of the times and continue to provide nutritional foods 
of good value to our customers, while maintaining the highest 
standards of product quality. 


On behalf of The Board, | would like to express appreciation to all 
employees who contributed to the considerable achievements of 
the past year. 


ee oH (Mee 


Frank J. Morgan 
President and Chief Executive Officer 


Consolidated Statements of Income and Reinvested Earnings 


for the years ended June 30, 1974 and 1973 


Net sales 
Costs and Expenses: 


Cost of sales 
Marketing, general and administrative 


Income before income taxes and extraordinary credit 


Provision for income taxes 


Income before extraordinary credit 
Extraordinary credit 


Net income for the year 


Reinvested earnings at beginning of year 


Dividends paid 


Reinvested earnings at end of year 


Thousands of Dollars 


1974 


$61,048 


47,852 
10,176 


58,028 
3,020 


1,340 
1,680 


1,680 
12,194 
13,874 


$13,874 


The accompanying notes are an integral part of these consolidated financial statements. 


1973 


$47 866 


35,838 
9, Zo 


44,963 


2,903 


12se 


1,673 
134 


1,807 
10,463 
12,2703 


76 
$12,194 


and Subsidiaries 


QUAKER 


The Quaker Oats Company of Canada Limited 


Consolidated Statements of Source and Use of Working Capital 


for the years ended June 30, 1974 and 1973 


Sources of Working Capital: 


Operations — 
Income before extraordinary credit 
Depreciation 
Amortization 
Deferred income taxes 


Total from operations 

Extraordinary credit 

Disposal of property, plant and equipment, net 
Total provided 

Uses of Working Capital: 


Dividends paid 
Additions to property, plant and equipment 


Total used 
Increase in Working Capital 
Working Capital at Beginning of Year 
Working Capital at End of Year 


Thousands of Dollars 


1974 


$1,680 
888 

58 

145 


2,771 


The accompanying notes are an integral part of these consolidated financial statements. 


1973 


$1,673 
804 
563 
3,040 
134 
581 
7 05 


76 
2,242 


Papell los 
1,437 
3,144 
$4,581 


Consolidated Balance Sheets — June 30, 1974 and 1973 


Assets 


Current Assets: 
Cash and deposit receipts 


Accounts receivable — 
Trade 
Affiliated companies 


Inventories 
Prepaid expenses 
Current assets 


Property, Plant and Equipment, at cost: 
Land 

Buildings 

Machinery and equipment 


Less — Accumulated depreciation 


Trademarks and Formulae, at cost less amortization 


Thousands of Dollars 


1974 


$ 314 


4,400 
164 


4,564 
9,490 
231 
14,599 


106 
6,118 
12,648 


18,872 
7,142 


11,730 
1,096 
$27,425 


The accompanying notes are an integral part of these consolidated balance sheets. 


1973 


$ 312 


2,740 
352 


3,092 

5,195 
278 

8,877 


105 
4,810 
11,475 


16,690 
6,613 


10,077 
1,154 
$20,108 


% The Quaker Oats Company of Canada Limited 


and Subsidiaries 
QUAKER 


‘ Liabilities and Shareholders’ Equity 


Current Liabilities: 

Bank indebtedness 

Accounts payable and accrued expenses 
Due to affiliated companies 

Income taxes payable 


Current liabilities 
Deferred Income Taxes 


Shareholders’ Equity: 
Capital stock — 


Authorized — 
25,000 common shares no par value 


Issued and outstanding — 
25,000 shares 


Reinvested earnings 


Shareholders’ equity 


Thousands of Dollars 


1974 


$ 3,284 
5,213 
599 

692 


9,788 


1,426 


2,337 
13,874 


16,211 


$27,425 


1973 


2,337 
12,194 


14,531 


$20,108 


Notes to Consolidated Financial Statements 
June 30, 1974 and 1973 


Summary of Accounting Policies 


Principles of Consolidation The consolidated financial state- 
ments include the assets and liabilities and income and expenses of 
The Quaker Oats Company of Canada Limited (‘“Company’’) and all 
its subsidiaries. 


Inventories Inventories are based upon physical quantities, priced 
at the lower of average cost or market. 


Depreciation and Properties Depreciation is provided in the 
accounts using the straight-line method over estimated useful lives 
of the properties. 


Normal gains or losses on sales or abandonments are reflected in 
accumulated depreciation. Abnormal gains or losses are reflected in 
income. 


Amortization of Trademarks and Formulae Trademarks and 
formulae are being amortized on a straight-line basis over twenty 
years to 1993. 


Deferred Income Taxes For income tax purposes, depreciation 
is claimed at rates in excess of those used for book purposes. 
Conversely, certain expenses are not claimable for income tax 
purposes until future years. These factors result in a net deferred 
tax liability. 


Royalties 


A reassessment is pending for the fiscal years 1970, 1971 and 
1972, which would result in a disallowance of a portion of the inter- 
company royalties. The estimated refund from the parent company 
for disallowed royalties, net of applicable taxes, would approximate 
$95,000 and would be reflected as a prior period adjustment when 
resolved. 


2 The Quaker Oats Company of Canada Limited 
and Subsidiaries 
QUAKER 


Retirement Benefits 


Pension Plans The companies maintain pension plans for sub- 
stantially all of their employees. The policy is to expense and fund 
annually current service costs and amortize and fund past service 
costs over the period to 1989 or earlier. The unfunded past service 
liabilities of which $69,000 has been accrued as of June 30, 1974, 
approximated $625,000 in the aggregate, including $475,000 deter- 
mined by an initial actuarial evaluation of a supplementary 

pension plan. 


Employees’ Retirement Life Insurance The companies provide 
all retiring employees with fully-paid life insurance benefits. As of 
June 30, 1974, $234,000 has been accrued but not funded to reflect 
these benefits. 


Extraordinary Credit 


Reduction of income taxes in the application of a subsidiary’s prior 
years’ tax losses resulted in an extraordinary credit of $134,000 
in 1973. 


Information on Directors and Officers 


June 30, 1974 June 30, 1973 
Number Remuneration Number Remuneration 
Directors 9 $ 18,900 9 $ 15,000 
Officers 8 $160,000 7 $132,000 


As of June 30, 1974, two officers (three in 1973) were also directors. 


Auditors’ Report 


To the Shareholders of 
The Quaker Oats Company of Canada Limited: 


We have examined the consolidated balance sheets of THE QUAKER 

OATS COMPANY OF CANADA LIMITED (a Canada corporation) AND 

SUBSIDIARIES as at June 30, 1974 and 1973, and the consolidated 
statements of income and reinvested earnings and source and use of 

working capital for the years then ended. Our examination included a 
general review of the accounting procedures and such tests of the 
accounting records and other supporting evidence as we considered 
necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly 
the financial position of The Quaker Oats Company of Canada Limited 
and Subsidiaries as at June 30, 1974 and 1973, and the results of their 
operations and the source and use of their working capital for the 
years then ended, in accordance with generally accepted accounting 
principles consistently applied during the periods. 


August 2, 1374 Kettler) Aroleraen bl. 


Principal Products 


Cereals Mixes and Syrup 

Quaker Oats Quaker Cookie Mixes 
Quaker Ready-to-Serve Oatmeal Quaker Muffin Mixes 
Quaker Harvest Crunch Aunt Jemima Pancake Mixes 
Cap ‘n Crunch Aunt Jemima Syrup 

Quaker Muffets 

Quaker Puffed Wheat Pet Food 


Quaker Puffed Rice 
Quaker Natural Bran ee n Boots 
Peter Pan Puffed Wheat amper 


Peter Pan Puffed Rice Ren aug 
Society 
Rover 

Frozen Foods Meaitne 

Aunt Jemima Waffles Pep 

Aunt Jemima French Toast Strongheart 


10- 


and Subsidiaries 


QUAKER 


Five-Year Progress Report 


Year Ended June 30 

Sales and Earnings 

Net sales 

Depreciation 

Poonme before income taxes 
Income taxes 


Income before extraordinary 
items 


Extraordinary items — net 
Net income 


Capital expenditures 


11 


1974 


$61,048 
888 
3,020 


1,340 


Ue /S 


$47,866 
804 
2,903 


1,230 


1,673 
134 
1,807 


$2,242 


The Quaker Oats Company of Canada Limited 


Thousands of Dollars 


1972 1973) 


$47,049 $45,680 
841 790 
2,094 652 
991 343 
1,103 309 
(113) 18 
990 cy4y/ 
$884 $2,572 


1970 


$42,578 
WES 
813 


412 


401 
144 
545 


$1,458 
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